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INTRODUCTION
Cottonwood Communications is a new media, content creation company, located in Omaha, Nebraska.

The commission is proposing rules that would provide incumbent local exchange carriers a gauntlet by which
those carriers could circumvent the intent of the Communications Act of 1996.

Cottonwood Communications strongly opposes any action that would ease regulatory restrictions until such
time as "last mile" infrastructure is truly open to competition.

A NT AN P TIVE EXHIBIT

All supportive exhibits containing confidential stamping have been entered into evidence without stipulation
and are now public.

U S West's discriminatory conduct in prohibiting access to the video dialtone platform

The commission attempted a similar easing of oversight in its implementation of Section 214 (video dialtone)
in its Second Report And Order allowing the RBOCs to have "separate” enhanced services organizations from
the common carrier organization for the purpose of bringing video dialtone to markets.

That scheme provided, at least in U S West's case, an opportunity to game the regulations in a way that unfairly
and anti-competitively positioned U S West to capture and hold the market for common carrier provision of
video and interactive services to their Omaha, Nebraska VDT market trial.

This proposed rulemaking would have the same effect and would in fact provide the baby bells unnecessary
forbearance from the intent of the act, which is competition.

In U S West's video dialtone trial in Omaha, U S West Communications initiated a two level scheme to

control access by competitors to the common carrier platform while providing itself and its partners with
technical and financial assistance discriminately.

The level 1 organization consisted of a woman named Susan Portwood in Colorado who would either (1)
provide a bare minimum of incomplete information to inquirers seeking access, or (2) refer inquirers to U S
West's unregulated level 2 organization for inclusion in U S West's package of services and content.

U S West's unregulated entity was organizationally run by Larry Levine, Susan Portwood's immediate

supervisor and later by Audley Webster who, along with Portwood, answered to Levine (Adjusted Employee
Assumptions For Year End 1994-Exhibit A).

VDT in Omaha included the provision of data services similar to those now envisioned for broadband

internet services such as video-on-demand, home shopping, entertainment, real estate, banking,
education and healthcare.
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Levine at U S West aggressively developed their unregulated level 2 organization while stifling the flow of
information to competitive level 2 companies seeking access to their regulated level 1 platform (Affidavit Of
Richard N. Dahlgren-Exhibit B and U S West Strategic Marketing Market Research And Analysis Project
Proposal-Exhibit C). On page six of a document entitled "Project Turkey Dinner”, U S West assumes at the
bottom of the page a competitive strategy that blocks new entrants access to immediate cash flows,
increases the entry barriers and provides time to reach cost parity (Project Turkey Dinner Discussion

Outline-Exhibit D). The rest of the document illustrates the thought processes U S West used to capture the
market anti-competitively.

The FCC Order And Authorization for the Omaha trial mandated that access to the common carrier platform be
provided on a first-come, first-served, non-discriminatory basis. The commission went further to describe
the common carrier platform to be ""a common carriage transmission service coupled with the means by
which customers (end users) can access any or all programming provided by video dialtone service

providers using video dialtone." (Reference FCC 93-250, File No. W-P-C-6868, Adopted November 24,
1998, Released December 22, 1993.)

The level 2 (unregulated) entity, in anticipation of a favorable court ruling allowing RBOC ownership of

content, identified several partners for the provision of interactive applications (6/17/94 Memo Regarding
VIPs-Exhibit E).

Those partners included at least U S West Marketing Resources (now MediaOne), then headed by Solomon
Trujillo, and a company called RSVP which became a partner with U S West in the development and
deployment of healthcare information. U S West intentionally withheld technical information on interactive
delivery and CPE from Cottonwood to prevent competitive access to households served while assisting RSVP
in creating content and co-marketing exclusive positioning in healthcare with RSVP to Cottonwood customers
ten months prior to an open enrollment period (7/14/93 Letter from Budnick/RSVP to Connolly/Immanuel
Medical Center-Exhibit F, 7/21/93 Letter from Budnick/RSVP to Levine/U S West-Exhibit G, 2/15/94 Video
Information Provider Feasibility Analysis-Exhibit H, 4/15/94 Letter from Budnick/RSVP to
Connolly/Immanuel Medical Center-Exhibit I, 4/20/94 Memorandum-Exhibit J, 1/19/95 Letter from
Budnick/RSVP to Levine/U S West-Exhibit K, RSVP Preliminary Business Plan-Exhibit L., RSVP Broadband

Venture Joint Venture Agreement-Exhibit M, RSVP Broadband Venture Budget 94-95-Exhibit N, 5/2/95
Memorandum regarding RSVP-Exhibit O).

Both the U S West regulated entity and the unregulated entity assisted and contracted with a ''straw
man'' company called Interface Communications for packaging and delivery of video entertainment

content in Omaha prior to open enrollment (Interface Letter and Services Agreement-Exhibit P, and Post-
Contract Kick-Off Meeting with Interface-Exhibit Q).

Levine, who oversaw both regulated and unregulated entities also worked closely with U S West Advanced
Technologies, Scientific Atlanta, and 3DO (Affidavit Of Larry S. Levine-Exhibit R and 3DO Agreement-

Exhibit S) in the development of technology and customer premises equipment for the storage and delivery of
interactive services.

U S West also imposed non-disclosed financial barriers for common carrier access in its enrollment
period by requiring a $100,000.00 letter of credit from parties interested in participating which was not
disclosed in their illustrative tariff. Interface Communications was able to provide the letter of credit
contingent upon having a contract with U S West (Provider Eligibility Requirements Form with attached
Conditional Letter of Credit-Exhibit T). RSVP was covered by a letter of credit provided by U S West to itself.
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U S West, while operating under a tariff, then proceeded to bill itself. Each month would reflect new charges to
its unregulated entity, but failed to reflect either payments made or charges carried forward (U S West
Communications Invoices to U S West TeleChoice-Exhibit U). The inference is that while others would be
under tariff scrutiny with collection control, U S West could simply keep inter-company accounts
balancing to zero each month without ever really paying anything from operations. While the notice of
proposed rulemaking attempts to address this issue, if falls short of mandating separate publicly held entities
leaving the door wide open for financial leveraging of the incumbents unregulated entity.

Needless to say, Cottonwood Communications never successfully obtained access to U S West
Communications' network in Omaha. Today that network consists of a 15 year cable franchise granted by the
City of Omaha for a limited geographic area consisting largely of white upper middle class residents and cable
modem data services operating without a tariff or other access to facility provided under the 96 Act.

Potential deficiencies in safeguards

The rulemaking is also sharply deficient in other safeguards that would prohibit a sham similar to Levine's

insider reporting and control for purposes of orchestrating anti-competitive activities between regulated and
unregulated entities.

The commission has essentially proposed a business structure that resembles the old AT&T/Baby Bell structure
resulting in a multi-decade antitrust action by the Federal government and finally resolved by divestiture.

The proposed relief is tantamount to corporate welfare to some of the country's largest corporations. U S West,
for example, has grown in stock value from a consolidated $30.00/share value to, after a tax-free spinning off of
U S West Communications and MediaOne, a consolidated price of over $100.00/share equivalent.

The FCC can neither mandate business structure nor can it effectively enforce any such structural compliance.
In Omaha, for example, Interface Communications was "leased,” as part of their contact, facility from which
they could receive and distribute 60-70 cable channels for $100.00/month (Reference Exhibit P, Interface
Services Agreement, Exhibit E). In spite of numerous co-location complaints, the commission deemed co-
location as appropriately addressed in U S West's reply, which withheld appropriate reporting. Interface was
also paid $6,000,000.00 as a part of their out clause in spite of assurances to the FCC that no participant would

receive anything beyond the trial. The fox cannot guard the hen house in the future competitive world outlined
under the 96 Act.

It is quite likely that, in the very near future, all communications will converge to the digital realm and
resultantly any provision for relief granted to the incumbent local exchange carriers relating to data services
will ensure their unchallenged control of the future of communications.

L N AND MMENDATION

In lieu of proper oversight and enforcement by the commission in U S West's Omabha trial, Cottonwood
Communications filed an action in Federal District Court in Omaha in 1994, Case No.: 8:94CV89. While
continuing to seek relief in that venue, Cottonwood feels the documentation of events in a
regulated/unregulated scheme would prove to be instructive to the FCC in consideration of this rulemaking.
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The problems encountered by Cottonwood and all others who were not hand-selected by U S West as
contracted partners is precisely what will occur under this proposed rulemaking. QOur attorneys have
realistically projected that our court battle could easily continue to the year 2005. Most of the supporting
documents have never been available to the commission, nor would they be without legal action that would
protract and stifle fair treatment of potential competitors for years to come.

We strongly urge the commission to reject this proposed rulemaking while keeping the current denials of the
RBOCs requests in place.

If adopted, the rulemaking would open a floodgate of legal actions by the baby bells that would likely overturn

the few safeguards the commission included in the rulemaking, effectively allowing the RBOCs complete
unregulated control over data services.

Respectfully submitted,

C TTONWOOD COMMUNICATIONS

Rlcﬂard"N ahlgren Vice President
P. O. Box 451037

Omaha, NE 68145-5037

Phone: (402) 896-2303

FAX: (402) 896-0268

e-mail: rd @cottonwood.com
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TE VICE

I, RICHARD N. Dahlgren, Vice President of Cottonwood Communications, hereby certify that:

On this 24rd day of September, 1998, I caused a copy of the foregoing "COMMENTS SUPPORTING
REJECTION OF PROPOSED RULEMAKING" to be served on the persons certified below by hand delivery
via Federal Express:

Original and four copies: Commission's Secretary
Magalie Roman Salas
Office of the Secretary
Federal Communications Commission
1919 M St. N.W., Room 222
Washington, D.C. 20554

One copy: International Transcription Services, Inc.
1231 20th Street, N.W.
Washington, D.C. 20036

COTTONWOOD COMMUNICATIONS

&y
Richird N. [pahlgren, Vice President
P. O. Box 451037

Omaha, NE 68145-5037

Phone: (402) 896-2303

FAX: (402) 896-0268

e-mail: rd@cottonwood.com
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TOTAL == 4
Dennis Stansfleid {SG5)

ADJUSTED EMHOYEE ASSUMPTIONS FOR YEAR £nD 1994

TOTAL = 950
Larry Lavine

Matle Amicucel (SQ6)
Ron Femendez (SG5)
Support - vacsnt - accupational

TOTAL = 4

Susan Portwoad (SGG}

Product Development - Vscant {SO5)
- ¢t {SOG6}
Support - vacat - occupstions!

Market M

TOTAL =9 (AVG = 7}
Andy Eisemean {$GQ7)
Vecent {SGE)

6 Vacant (SAS)

2 Vacant {SG2}

P o

4

2 d-ah by et

>{8uc. Dev, Dir. - vacent - (SG6)

Competitive/Trend Analysis Mgr - McCoylil) 1SGE)
Project Managsr - vacent (SG6|

Adm. Assis. - vacant {SG1)

Dan Hughes {5321

Billie Gelst (502)

CONFIDENTIAL

TOYAL =76 (AVO = 49)
Audiay Webster

Shell Oreen 1502

TOTAL = 12 (AVG = 10)
Markating Director - Vacant (SG7)
Connie Kennedy (SG8)
jJeutwtte Noyes (SG6E)
Yorr Ford {SQE)
Fﬂm Shopping Coor {SG6)
VOO Prod Mgr {SG5)
Vidso nfo Sves Prod Mgr {SG6)
Advertising & Promo Mgr - vacant - ISOB)
Geteway Coordinator {SG4)

ave Koon - Occupstions!
2 Vacant - Occupstions!

plye.xls 2/16/94 2:09 PM

Merket Support Menagar - Alice Balsley {SAS)
Masthods, Procedures/Tralning - - {5G4)
[Video Sves Dsta Coll. - 8 J Mandelt {8361
VIAOC Mngr - Dnwr - veosrtt (8G5)
[Deptoyment Mgr - vacant t508)

Video Sves Osta Prece. Mgr - vecant - {SG4)

2 Vecant - Occupational

m_

Community Relations (SOS1

Fiold Marketing Mngs - Susen Allen {SO4)
Tech Mngr - vacant {$04)

Dats Mgt - vacent {SQ4)

Sales}CSA Supervisor - Linde Coltan {SG4)
instafistion & Repalr Mng 1SG4}

Ollice Menager- Merl Moartensen 1SG2)

Suppast - t - 2 peopl
In House Techs - vacant - 7 people
Repalr Tachs - vacent - 8 people
Customer Service Reps - vacant - 17 peaple
Vacant - Desk -

* assumes start date of Sept. 1, 1894

MOSTLY MEDIA
0004915
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IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF NEBRASKA

MOSTLY MEDIA, INC.; PIXEL IMAGE
TRANSFORMATTE, INC.; and IMAGEWARE
INC., d/b/a Cottonwood Communications;
Nebraska Corporations,

CASE NO. 8:CV94-89

Plaintiffs,
VS. AFFIDAVIT OF

RICHARD N. DAHLGREN
U.S. WEST COMMUNICATIONS, INC;

and U.S. WEST MARKETING RESOURCES
GROUP, INC., d/b/a U.S. West Direct;
Colorado Corporations,

Defendants.
STATE OF NEBRASKA )
) SS.
COUNTY OF DOUGLAS )

RICHARD N. DAHLGREN, being first duly sworn, deposes and says:

1. | am a vice president of Imageware, Inc., d/b/a Cottonwood
Communications (“Cottonwood”), one of the plaintiffs herein. In my capacity as a
producer of media, | work with analog video, digital video, linear video, and non-
linear video, which are various forms of media. | familiar with how these various
forms of media are employed to produce interactive multimedia video; and | have
personal knowledge of the facts stated herein.

2. In an interactive multimedia video network, all programming, whether it
is analog (one-way) or digital (two-way), will be accessed through the interactive
multimedia based interface on the viewer's screen with the use of a remote
control device. Such a device was described by a U.S. West spokesperson,
Dave Banks, in a January 15, 1995 Omaha World Herald news article, a copy of
which is attached hereto as Exhibit “A”. Mr. Banks described it as a “remote
control device that functions like a computer 'mouse.’” The device guides a
pointer to the screen and then clicks to activate parts of the screen--sending
signals to a special set top box.” The article also says the device is how viewers
“choose programs and services appearing on their television screens . . .”



3. A digital channel allows two-way communication with the viewer,
however, many one-way services may also be provided on a digital channel. An
analog channel allows only one-way communication; however, many services
may be "bundied” together on a single analog channel, with the viewer selecting
various services by use of the remote control device. Thus, to the viewer in an
interactive multimedia control setting, each analog channel provides a branch of
information that can be accessed randomly in an identical manner as a digital
channel. In looking at the screen, some information will be joined in progress
(linear) or started randomly on-demand (non-linear). All media, however,
whether analog or digital, will be displayed on a TV and will be accessed through
U.S. West’s interactive multimedia platform. As a resuit, the kinds of multimedia

products and services that can be delivered over both analog and digital
channels may be very similar.

4. In addition to the fact that similar products and services may be
delivered over both analog and digital channels, digital media may even be used
on analog channels. In other words, analog video may be created using digital
video, digital graphics and digital sound. Digital video has been employed in
television production for many years. Most of the animations and much of the
commercial content transmitted over cable systems today employs digital video,

at some level, for it's creation. Thus, the employment of one type of video or
another means nothing to the viewer.

5. | have read the affidavit of Susan Portwood wherein she asserts that
Interface, Knowledge and Metrovision have no multimedia or interactive
television products planned for the Omaha broadband trial. However, in
choosing content providers for the broadband trial, U.S. West does not
distinguish between providers based upon the type of products or services they

will provide. All potential participants are lumped together as “level 2" content
providers.

6. | received a copy of a U.S. West press release from Randy Tucker of
the Omaha World Herald, a copy of which is attached hereto as Exhibit “B.” To
the best of my knowledge, the margin notes on Exhibit “B” were written by Mr.
Tucker. In the press release, Interface, Knowledge and Metrovision are all
identified as “video content providers (also known as ‘level 2's').” Despite the
fact that these entities have “requested analog channel capacity”, the press
release headline announces the “Omaha Multimedia Trial Deployment Plans”;
and Interface, Knowledge and Metrovision are described, throughout, as being
part of an “interactive multimedia trial.”

7. A further indication that U.S. West does not distinguish between
providers based upon whether the provider will utilize the analog or digital
channels is the letter used by U.S. West to invite applications. A copy sent to
Cottonwood on or about May 20, 1994, is attached hereto as Exhibit “C." On



page one of the letter, Ms. Portwood states that “(i)t is being sent to all
individuals and companies that have expressed interest in participating as a
Provider in the Omaha BVDT Trial.” Further, on page 3, in the first paragraph
following the heading, “Channel and Capacity Availability”, Ms. Portwood
refers to the availability of both analog channels and digital capacity and states
that "(a) Provider may request one type or both types of service.”

8. The May 20, 1994, letter from Ms. Portwood, Exhibit “C”, also includes
a requirement (f[1, page 2) that the Provider must submit a letter of credit for
$100,000 as proof of financial viability. | have no direct, first-hand knowledge
that U.S.West has provided guarantees to content providers, such as
Metrovision, Interface or Knowledge, to assist them in obtaining a letter of credit.
However, | have been told by a person with first hand knowledge that, in the
past, U.S.West has provided a financial guarantee for a service bureau in an
earlier enhanced services offering called Community Link to enable the service
bureau to purchase equipment for distribution to consumer's homes in order to
be able to participate in the venture.

9. In November, 1994, U.S. West sent to Cottonwood, through our
attorney, a memorandum entitled “APPLICATIONS ON THE LEVEL 2
GATEWAY.” This memorandum, which is attached as Exhibit “D", describes the
contents of market studies and business plans which are to be performed and
prepared by level 2 content providers such as Interface, Metrovision and
Knowledge. According to Exhibit “D", the market research should demonstrate a
consumer need for the service. The potential provider's research may also be
supplemented by U.S. West's own internal market research. The business pian
is supposed to identify the potential for the market, strategies, and a description

of how the service is envisioned to work. Exhibit “D” also states that a technical
feasibility analysis may be done.

10. | am aware that plaintiffs have also requested documents and records
from Edina Realty in Edina, Minnesota. The request was made because of the
similarity of the described offering of Edina Realty to a product Cottonwood
developed in 1993. In 1993, over the course of several months, Cottonwood
developed and demonstirated a database product that enables a consumer to
electronically search and retrieve real estate information by different user
selectable criteria , including price, number of bedrooms, geographic location
and a number of other choices. The product can be displayed on a computer
screen and, potentially, on an interactive television system or computer on-line
wired or wireless digital modem connection. On or about January 17, 1995, |
read an article in the evening edition of the Omaha World Herald stating that
U.S.West and Edina Realty are planning to develop a similar product described
as “an interactive television system to let people shop for houses from their own
homes.” The same article appeared in the morning edition on January 18, 1995;
and a copy is attached hereto as Exhibit “E.”



FURTHER AFFIANT SAYETH NAUGHT.

Richard N. Dahlgren

Subscribed and sworn to before me this ___ day of March, 1995.

Notary Public

CERTIFICATE OF SERVICE

The undersigned hereby certifies that a copy of the above and foregoing
document was mailed by regular U.S. mail, postage prepaid, on
to the following:

Peter D. Willis

KUTAK ROCK

Suite 2900

717 Seventeenth Street
Denver, CO 80202-3329

David A. Jacobson
Tory M. Bishop
KUTAK ROCK
1640 Farnam Street
Omaha, NE 68102
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uething iruly unique and truly inno-
ive, said Jelfery Morgan, president
luterface Communications Group, a
vate cable operator based in Boulder,
fo.
"If we get to do what we want (o do,
idents 1 the test arca will see some
ducts that they haven't seen before,”
span said.
that's why Morgan was tight-lipped
en asked about bis specific plans lor
interactive cable trial. He did not
1t 10 tip other cable providers.
My poal is to be extremely competi-
on the (U S West) network and with
incumbents,” Morpan said.
Yie incumbents Morgan referred to
established cable  providers in
:aha, such as Cox Cable Communica-
1s and Douglas County Cablevision.
“ox also is planning to establish an
sraclive cable system to compete with
S West.
inlike Cablevision or Cox, U § West
: inuvidc only the cable connections,
the programs or services themselves.
‘saviding only cable access was one of
restrictions imposed on U S West by
tederal Communications Cominis-
5. which recently granted U S West
mission to allocate cable channels for
test.
i S West needed FCC approval be-
iU is secking to ofTer cable service
»n its telephone region. However, a
:t federal court ruling may clear the
for U S West someday lo provide
- programuming, in addition to tradi-
=1 telephone service.
ulder's Tntetface has been granted
tive access 10 49 of the 77 analog
iz channels on the U S West network,
:zan said. However, he said, only
: of those channels would be dedica-
1o Interface.
L other channels would be shared
ther cable providers, Morgan said.
iherell be certain products that
¢ all going to want to carry, like
N and CNN," Morgan sud. "It
td be silly to carry them all on
srent channels.”
iorgan said Interface would likely
sage popular programs appeating on
shared channels with the company's
unique cable ofTerings.
Ye could put CNN together with
¢ other different channels as a pack-
* Morpan said. “We have an idea of
fwewantiodo”
1S West will host a inceeting this week
Jenver 1o help partiapants decide
h channels would be shared and
h channels would be unique during
st

|

‘We’re going into Omaha
with the idea of trying to
offer the customer some-
thing truly unique and
truly innovative. If we get
.lo do what we want to do,
residents in the test area
will see gorme products
that thety haven’t seen
before.

— Jellery Morgan
President. Interface Communicalions Group

Besides Interface, the cable providers
listed by U S West as wanting to
participate in the test are Cablewest
Communications Corp,, based in Mur-
ray, Utah; Cable Vidco Store, a unit of
Graff Pay-Per-View; and Mectrovision
Inc., the Atlanta-based parent company
of Cablevision.

U S West Broadband and Mullimedia
Services, the division of U S West that
developed the interactive network, will
usc one channel for promotions.

The sixth information provider is the
Knowledge Network of Omaha, which
now broadcasts educational programs
on four local-access channcls on the Cox
Cable system.

Henry Harris, president of Metrovi-
sion, said that for his company to be
contpetitive on the U § West network,
the company will have to change its
approach 1o providing cable program-
minF in Omaha.

“Ihe posture I take on the phone
cmnp;\n( system has to be difTerent than
with Cablevision because | won't have as
many chansels avaifable to me,” Harsis
saidl,

Cablevison has about 17,000 subscrib-
ers, mostly in west Omala, Harris said. If
successful, the U S West network likely
would altract some Cablevison custom-
CIS.

But, Harris said, because of the inter-
active capabilities of the U 5 West
network, “I might gain back the custom-
ers [ lose on my cable system.”

Knowledge Network has tentatively
been F,mmcd onc cable channel on the
U S West netwaork.

Knowledge Network is a nonprofit
orpanization whose members include the
University  of . Nelbwaska at Omaha,
Creighton Ugiversity and Mctro Com-

jS West Interactive-1TV Proi

=y

ers Keep Mum on Programming

AUGY SMETHZ THE WORLD-HEFWLD

HOWARD LOWE: “Lacal educalors have been very innovative in using technology.
We just look at this as a natural extension ol that, just as Cox Cable was

10 yeurs apo.”

munity College.

The group has prnpmcd using the US
West newwork to broadeast a “best of”
[mckagc of its current programming, said

foward Lowe, general manager of radio
and television operations at UNO.

*Local educators have been very inno-
vative in using technology,” Lowe said.
“We just look at this as a natural
extension of that, just as Cox Cable was
10 ycars ago.™

The Knowledge Network would not
provide interactive programing during
the U § West test, Lowe said.

“We hope to be part of the interactive
network someday,” Lowe said. “Dut the
cost of developing interactive maicrials
is quite high, and we're not ready to
participate yet, We want to sce it (inter-
active cable) develop before we invest in
it”

U S West already has begun testing
cable signals in an arca just west of Boys
Town, where the test will begin first in
the homes of 50 U S West employecs,
said Dave Danks, a U S West spokes-
man.

‘The employees will be able to choose

OWH Vis/s

Interactive-TV Providers
Mum on Programming

BY RANDY TUCKER
WOINLD-HERALD STAFF WIRIER
' Even James Bond, the world’s most
famous spy, would be challenged to
E,a!her details about what wil] appear on

S West Inc.’s interactive cable erial
in Omaha Jater this year,

U 'S West has named six program
providers so far for the new inleractive
cable network, which will link tcle-
phones, television and  computers
through what is known as broadband
conmnunications lechnology.

. But competition among the compan-
-ies, both cable industry veterans and
-neweomers, has led them to remain
|guarded about exactly how they plan to

prograins and scrvices appearing on their
television screens with a remote-control
device that functions like a computer
“mnouse.” The device guides a pointer on
the screen and then clicks 10 activate
parts of the screen — sending signals to a
special set-top box, Banks siid,

use the U § West network.
In addition, U 5 West has signed
" noadisclosure agreements with the com-
panes that bar U S West from discussing
details of their proposals.
The U § West network would aliow the
companics to offer such services as

- videos-on-desnand, home banking, shop-

ping and various busincss, educational

and government services,

. Representatives of the cable compan-

ies said the key to their successon the U S

West network will be offering unique

and original programming not available

from the competition.

. “We're gomng inlo Omaha with the

idea of uying to offer the customer
Please tumn 1o Page 3, Col. !

If the initial test is successful, U S
West officials said they will expand the
test to a market area of more than 50,000
homes in west Omaha by mid-1995.

Participating cable providers would
set the pricing and format for the indi-
vidwil programmune chioces,

EXHIBIT "A"
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FalsssaDame:  December 23, 1994 ) -
Mary Hislay, 202-429-3105}

Comacn { Dave Banks, 303-894-2721

U § WEST Anncurnces Omaha Multhmedia Trinl Deploxmmt Plans following the FCC
Action onn Cazxmel Allotation

Omeoha, Ncb. — Followiag last Friday's (12/23/94) Fedaral Communication Comeission
acton spproving U 5 WEST Communicadons® channel allocadon proposal, the company
wday sonounced plans to move forward with its intexaciive muithnedia wial in this

cowynunity, site of the largest intcractive muitimedia trial ip the Unired . The company
sald it intends 1o mave forward as soon as an FCC order is released. —. MW
“The FCC's action marks the next imporeatt phasc in the testing and Jaunch of ineractive
mulimedia services in Omraba,™ said Larry Levine, vice president and gencral manager of
U S WEST Communicazions’ Broadband snd Multimedia Sexvices Grovp. T .
; /m::m::stapawotdi to Lovine, is 10 Dodify the video content providers (VOPS) who — s tvrei?
Y at /wqmmmpam&patzgindwuiﬂasmmenmherormhgdnnmlseachwmrmiveasa,mw
resuir of the FCC’s decision, The VCPs who rcquestsd analog changel cilgacny in Omaha
: ' are: lowestace Communicarions Inc. U S WEST Broadband and Muldmedia Sevices
e west Communicadons Corp.; MewoVision, Inc.: Reory W, Eartis: Cable Video Store:
Y ledge Netwark of Grearer Qmaha. ( USA Video Corporetioh and Telepbonz -
Lo Video of America have roquested capacity on the digital video narwork ony.) G S WEST
be’” Broadband and Multimedls Services group has requested only one analog channel which i
immdsmuseas:pmmoﬁnnﬂchmn}, e 7

-
M “We sxpec the video comezar providers will coavene in Janusry 1o selset The programming
] -which will apgear on the alog channels,™ said Levine. He s3id U $WEST will — -7

X .
T ooy IS in fe~dakiberarions, bur will not itsel] participare in any K:
decisi ing selcction, pricing, or presenmadon of video programming. %“”

; Y avine said be pzpects this allocation process 1o taks 60-50 days. Following that proeess, all
o7 Ol the vidoo comtent providers (also known a5 “level 25™) can proceed with activitics
P DRCCSSArY 10 conswmAr sramunications® “level 2
AL lamch their offerings (U S WEST C ications” “tevel 2-
M OTganizason expects 1o begin a * y ser” wial 1o homes of about SO employzes
starting in late firsy quarter, )
Pollowing successful compledon of its fricadly nser twial, U S WEST will maks irs services J

available 10 customers in & marker il areg of more than 40,000 homes. ~THIS 15 cxXpcerad © ;
start during second quarter 1995, — — Mﬁi/

In other FCC 2¢ction last Friday, the Compmission dismissed without prejudics four video
dialtoze applications for Albugeerque, NM.; Colorado Springs. Cojo.; Des Moines and Cadar
Raptds, Iowa.

“Whilc we are disappololed with this acdon, we believe the fact they were dismissed without
prejudice is a posidve sign,” szid Levine, “We imend 1o make the necessary rovisions and rg-
file them a8 soon as possible.”

- mof -
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U S WEST Communycasons annovnesd in February 1993 that i would bung an milerachivs

multimedia network serving customers in jrs 14-state region. Two months laer, the company
revealed plans for the techmical acd market mals in Omahs. The supplicrs for the Omaha
echmicy! wial are Scenrific-Atlanta, Inc. (video transmission comporents 2nd digital sel-1op
emminals);, 3DO (set-top temmina} technology); Digical ¥quipmear Corp. (vides server): New
Century Communicadans {sabgcrider-managemeql software) 2né AT&T (wzlephony
COmponents).

U S WEST is in the comeclions business, helping customers share information, enzertzinment,
apd communicarions services in local markets worldwide. Iis Jasgest subsidiary, U S WEST
Commpunications, provides elecommuniearions scrvice 10 25 million cystomers in 14 Wostemn
and Midwestem states.
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U § WEST Communications, 'nc.
1999 Broadway 28th Floar
Denver, Colorade 80202

303 965-8089

Facsimile 303 965-0124

g . e LWSWEST

Product Develcpment

Broadband and Mutimedia Services COMMUNICATIONS @

May 20, 1994

Ms. Laurie Dahlgren
Cottonwood Communications
148 South 11th Street

Omaha, NE 68102

Dear Ms. Dahlgren,

This letter provides information regarding the opportunity to participate in U S
WEST Communicatior®s' (USWC) Basic Video Dialtonein Omaha,
Nebraska. It is being sent to all individuals and companies that have expressed
interest in participating as a Provider in the Omaha BVDT Trial. Included in this
letter are the eligibility requirements for participation in the Omaha BVDT Trial, a

description of channel and capacity availability, and a description of the process for
submitting a request to become a Provider in the Omaha BVDT Trial.

The proposed start date for the technical portion of the Omaha BVDT Trial is July 1,
1994, with a market trial anticipated to begin within two to six months thereafter.
These dates, and the plans for the market trial delineated in this letter, are
dependent upon our technical trial results and upon receiving approval from the
Federal Communication Commission (FCC) for our market trial tariff. We plan to
file the market trial tariff for Omaha within the next sixty days. A copy of this tariff
will be sent to you immediately after it is filed with the FCC. Please note that if
USWC chooses to offer BVDT subsequent to the Trial, the services offered at that

time are subject to approval by the FCC and may differ from those available during
the trial. :

The location of the Omaha BVDT Trial is illustrated on the enclosed maps. No
more than 2,500 homes and businesses will be served in the technical portion of the
trial. It is currently estimated that 50,600 residences and 2,600 businesses will be
served during the market portion of the trial. Enclosed is USWC's 214 Application,
approved by the FCC in December, 1993, which provides preliminary details about
the Trial. There will be no charges from BVDT to the Provider's for the technical
portion of the Trial. A partial listing of the BVDT services and rates USWC

proposes to include in the market trial tariff, are included in the first attachment to
this letter.

00629
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The following eligibility requirements for participating in the BVDT trial apply to
both analog and digital video programming Providers. These requirements are
designed to promote a robust trial. By ensuring that all Providers are technically
and financially capable of offering programming to end users, we hope the widest
possible range of video service options will be available to be sampled by

. participating end users.

Based on a Provider's documentation of its ability to meet the eligibility
requirements listed below, USWC will identify companies as eligible to participate
as Providers in the Omaha BVDT Trial. Please submit the following documentation
in order to be considered for participation in the trial:

1. Fi 2] Viabilit

The Provider must submit a letter of credit for $100,000.

2. Access to Programming
Within forty five (45) days from the date of USWC's notification to the Provider
of the Provider's participation in the trial, the ‘Prov1der must submit to USWC
documentation that it has access to programming and that it is authorized to
market and deliver such programming to end user customers. The )
documentation submitted to USWC by the Provider may, for example, consist of
a letter from the Provider's programming source confirming the source’s intent
to contract with the Provider for access to the source’§ programming. It is the
responsibility of the Provider to obtain all necessary licenses, including copyright
licenses for music performing rights.

3. Programming Delivery
The Provider must submit to USWC documentation which describes the means
of delivering programming to the Provider's gateway (e.g., video/information
servers, satellite down links, microwave dishes). The Provider's gateway will be
connected via transport facilities to the USWC BVDT Gateway located at 2433
South 130th Circle, Omaha, Nebraska 68144. The Provider's gateway must be
located within the Omaha Local Access and Transport Area, LATA, (see the
enclosed LATA map) and within thirty route miles of the USWC BVDT
Gateway. Please note that the rate elements for the connection from the
Provider's premises to USWC's premises will be distance sensitive.

4. vi ]
If the Provider intends to offer digital services, it must submit a letter from the
manufacturer of the CPE it plans to deploy indicating that the manufacturer will
meet network disclosure technical requirements (see attached network disclosure
documents) and has the ability to produce sufficient quantities of CPE to meet the
Provider's anticipated end user customer penetration rates.

5. Inside Wiring
The Provider must document the means by which it will provide installation
and maintenance of inside wiring from USWC's network interface at the end
user customers' premises to the end user customers CPE.
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6.
The Provider must state its intent to comply with USWC's published signal
quality standards.
A Provider Eligibility Requirements Form is enclosed with this letter. Please use
this form to document your responses to the requirements listed above.

Analog channels and digital capacity will be offered for the Omaha Trial. A
Provider may request one type or both types of service. Twelve (12) of the analog
channels will be shared by all Providers and include the BVDT menu. These
channels will not have interdiction capability and are called common channels.
Twenty eight (28) additional analog channels will also be shared but will have
interdiction capability and are called shared channels. There will be at least thirty
seven (37) non shared analog channels that have interdiction capability. Non
shared channels will be offered on a first come, first served basis to Providers in
blocks of channels and as single channels.

Interdiction is the ability to alter an end user's channel configuration. It will be
offered on the shared and non shared analog channels. Common channels will not
have interdiction capability. Thus, all end users, i.e., subscribers to any Providers'
analog or digital services, will receive analog common channels.

USWC has developed guidelines for requesting and allocating analog channels.
These guidelines and further descriptions of the types of analog channels available
are delineated in the enclosed Charts 1 and 2. This plan for allocating channels is
currently being reviewed by the FCC. Although we anticipate the plan will be
implemented in its current form, the FCC may make changes to it. You will be
notified as soon as possible by USWC if changes are made that require revisions to
our guidelines for requesting and allocating channels.

Programming and channel number designations for analog common channels will
be determined by all Providers as a group. Programming and channel number
designations for shared analog channels will be determined by the group of those
Providers who intend to order shared channels. Once the eligibility status of all the
applicants has been determined, these two groups of Providers will be asked to
convene prior to the start of the technical portion of the Omaha BVDT Trial to
make the programming and channel number decisions. USWC will provide a
facilitator, who is not affiliated with USWC, to lead the group. If channels cannot be
offered on a shared basis because the group is not able to reach agreement on
programming content, those channels will be included with the non shared
channels to be allocated to individual Providers.

Channel numbers for the blocks of non shared channels will be assigned by the
USWC Basic Video Dialtone Product Development team. Numbers will be assigned
on a first come, first served basis. Every attempt will be made to assign consecutive
numbers within each block of channels.
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Digital capacity will be available on a continuous and on an on-demand basis.
Continuous digital service provides an uninterrupted, downstream only, pathway.

On demand digital pathways are of defined duration and accommodate both
downstream and upstream signals.

To request analog channels, please complete and submit the enclosed Analog
Channel Request Form at the same time you submit the Provider Eligibility
Requirements Form. If you intend to request digital services, USWC would like to
have an estimate of your digital capacity needs during the Omaha BVDT Trial.
Please provide this information on the enclosed Estimate of Digital Capacity form.

Neither your submission of eligibility documentation nor your determination of
eligibility by USWC obligates you to participate in the Omaha BVDT Trial. Likewise,
USWC does not guarantee that you will be a participant. If you meet all the
eligibility requirements and are allocated analog and/or digital channels for use in
the Trial, you will be required to sign a Memorandum of Understanding prior to the
start of the technical portion of the Trial that will affirm your intent to participate in
the Trial and USWC's acceptance of your participation. The Memorandum of
Understanding will include network testing and acceptance procedures in order to

ensure a functional network prior to the commencement of the Omaha BVDT
Market Trial.

of analog channels to be included in the channel allocation process for the BVDT
Trial. Please note that non shared analog channels will be allocated and channel
numbers assigned for non shared channels on a first come, first served basis so it
may be advantageous for you to submit your documentation as soon as possible

prior to June 13. As of August 1, 1994, USWC will no longer accept requests to
participate in the BVDT Trial in Omaha.

Information submitted to USWC in response to this letter and marked
"Confidential" by the sender will be held in confidence as to individual responses by
the USWC Basic Video Dialtone Product Development team for a period of one (1)
year from the date of receipt by USWC, except as otherwise required by any
applicable federal, state, and local law, court order, agency order, rule, and regulation
or unless written permission is granted by the sender to disclose such information.
The Product Development team includes the facilitators USWC provides for the

Provider meetings. Aggregated response information may be shared with others at
USWC's sole discretion.

00632

Page 4



Please send your completed forms and documentation to:

Susan Portwood
Director, Broadband Product Development
U S WEST Communications, Inc.
1999 Broadway
28th Floor
Denver, Colorado 80202

Letters will be mailed to all Providers by June 17, 1994, notifying them of their
eligibility status and, if non shared analog channels have been requested, indicating
the number of non shared analog channels allocated to them. The facilitator for the
analog common and shared channel programming and number selection processes
will be in contact with each eligible and appropriate applicant by June 24, to arrange
a meeting time and place for the two Provider sessions.

Should you have difficulty filling out the enclosed forms and require assistance,
please contact either Susan Portwood at (303) 965-8089 or Ceil Matson at
(303) 965-0802.

Sincerely,

)ﬁom %&aé—-

Susan Portwood
Director Product Development

Enclosures:

Services Proposed for the Omaha BVDT Market Trial
Maps of Omaha BVDT Serving Area

USWC 214 Application for Omaha, Nebraska
Omaha LATA Map

“Network Disclosure News" Nos. 121 and 148
Provider Eligibility Requirements Form

Chart 1 - Analog Channel Descriptions

Chart 2 - Analog Channel Allocation Procedures
Analog Channel Request Form

Estimate of Digital Capacity Form
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Novezpb’er. 10', 1994

' Memc;r,andum to: Ms. Laurie Dahlgren

Fromu.,if Néncy Sulh#an
Head of Customer Sales and Service

SUBIE{CT APPLICATIONS ON THE LEVEL 2 GATEW AY

Ms. Dahlgren,

‘ :
I wanted to share with you the typical process ‘we follow when
evaluating new applications for inclusion on the Level 2 Gateway

Because we will be providing services in highly compeuuve markets,
one of the things we seek to ensurc sbout each and every application -
we cairy is that it Is Market Driven. One of the first things we
gener&lly request is a market research summary, demonstraung true
consumer need for a service,- In some cases, this information is
supplemented for internal review with our own internal market
resewxch

We then request information that would typically be xncluded in 2
Busu{r ess Plan, i.e., that identifies the potential for the market,
resource requirements, high level technical descriptions, and
stratagxes Also included at this stage typically would be a clear
description of how the service is envisioned to work. . Of course a

. clear; working knowledge of this would be necessa:y to execute

markg;t research as discussed above.

U
Once we have recexved the type of infonnation above, we will |
evalunts the potential of the application. If we feel there is -~
demanstrated market need, synergy with our strategic- ob;ectwes,

-and Some assurance that the service could be operated. over our
gatevfay, we may cmbark on a technical feanbilxty analysxs

| Thc technxcal feasxblhty a.nalys:s is completed to more clwly define ',
- the interface requirements, performance requirements and - |

specifications necessary to carry. the application to end users. This™ ’
analysis will also give us an idea of the economic” feasxbllity of :
pom’ng the servlce to the gateway...of course sometimes it is just not

e @ien SZSP-9EB(LRE) 10N TIL  ONILBWEW SeH MSMNIAl o, .LABIBIT “p*
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econ micany feasible to carry the service, g:ven the ma:ket
poteqmal ‘

of cl:urse. in order to complm a technical fusxbxhty analysis it is
neceisary to have full non-disclosures in place to- ensure the
confidentiality of both parties' information. Sometimes, these
documents would be in place earlier; given the nature of information

disclpsed by the Information Provider relauve to ‘their particular
appl&catxon

If wia complete 2 ‘successful technical feasibility and . the market -

-demand appears healthy enough, it may be the desize of both parties

to négotiate inclusion of the service on the Level 2 Gateway. At that

time, a contract would be created for the specific application and
lg to deliver th_e service to market would commence.

? |
If it, seems appropriate, further discussions may be arranged throush‘
the l’egal staffs currently working with both companies.
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U S West to Start
Real Estate System

Minn:gohs ~— U S West and Edina
tl}.eal they planto develop asystem
or

nnmed tEd
pm{:ct, Agcn ge,
wxll let and agents get
detailed real estate mformauon by com-
puter, including wireless data transmis-
sion.

The two eventually will develop an
mlerncuvc television system to let people
for houses from their own homes,

U West said.
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In the Matter of:

U S West Communications Exhibi
FCC 98-147 xhibit €

U S WEST STRATEGIC MARKETING
MARKET RESEARCH AND ANALYSIS PROJECT PROPOSAL

PROJECT NAME: Evaluation Of Video Dialtone Level 1 Opportunities
REQUESTED BY: Susan Portwood

USWC Strategy Development _ % ﬁ
SUBMITTED BY: Rick Husted ® S’;\\ E%

Market Research and Analysis b
BACKGROUND

U S WEST Communications has announced plans to conduct a broadband video services trial in
Omaha, Nebraska, scheduled to begin sometime in early 1994. This uial is being designed to

reflect U S WEST's interpretation of the FCC's Video Dialtone Order, which enables the RBOC's
to compete in the area of video services delivery. .

The provision of Video Dialtone (VDT) involves several different levels of service, each carrying
unique roles and responsibilities for U S WEST.

Level 1 - At this level US WEST is the provider of basic VDT access. Level 1 is regulated,
operates under tariffed rates, and would carry an access charge. Those considering
Level 1 service would need to address all other aspects related to service delivery
(e.g., customer service, billing, promotion, etc.).

Level 2 - Atthislevel US WEST would be an enhanced service provider. In addition to
access to the VDT network, U S WEST would also be responsible for providing
customer service, billing, and other infrastructure related activities. Level 2 is non-
regulated and U S WEST would be a customer of its own Level 1 service.

Level 3 - This level is where the content is packaged and sold to the subscriber. Level 3
providers would need to operate in conjuncton with a Level 2 provider for access to
the VDT network as well as for all infrastructure related services (e.g., billing,
customer service, promotion, etc.). U S WEST is only allowed to own 5% of any

video entertainment content that is developed. Level 3 providers could also be direct
customers of Level 1.

U S WEST is actively pursuing Level 2 opportunities and is interested in understanding what
opportunities may exist at Level 1. The Level I gateway, per the FCC's Video Dialtone Order,
allows for equal terms and conditions to apply to all video services providers. It also ensures that
an RBOC's own video services offering will not be given preferental access to the video dialtone

network over that afforded competitive providers of services. The Level 1 gateway is essentially a
framework for wholesale customer access to video services customers.

The paramctcrsv of offering Level I products and services are defined by the FCC, and the
technology required to offer Level I products and services is being fully addressed by USWC's

broadband team efforts. The market opportunity for Level 1 is not well understood, and is the
catalyst for this project
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RESEARCH PURPOSE

The purpose of this research is to understand the market opportunities for Level 1 Video Dial Tone
(VDT) service.

INFORMATION OBJECTIVES
The following information objectives will guide this research.

-

Assess the marketplace for Level 1 by exploring the potental for Level 1 among various

customer categories (e.g., business, government, institutions, cable providers, RBOCs,
IXCs, CAPs, etc.).

- Identify the types of organizations most likely to be artracted to an RBOC Level 1
offering.

- Explore customers' perceptions of the advantages and disadvantages associated with
Level 1 versus alternatives.

- Understand the perceived nature and role of video service offerings among current and.
prospective providers.

- Identify perceived drivers and barriers to the market potential for Level 1.

Assess current characteristics of potential Level 1 providers actively involved in providing
programming to a defined group of end-users (%.’%. a university to its students). What's
unique about their business structure/strategy? What are their plans for the future in terms of
being a programming provider?

Understand the delivery aspects of systems currently being used for program delivery. What
would it take for customers to be capable of utilizing Level 1 from an infrastructure
standpoint? What factors would drive the decision to pursue these requirements (e.g.,
economical, technological, infrastructure, etc.)?

Assess the needs of potential Level 1 customers and U S WEST's ability to address these

needs and add value to their businesses. Who else do they perceive as being capable of
addressing these needs?

Explore customers' perceptions of U S WEST as a potential supplier of Level 1, and
understand the relationship envisioned by service providers.
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